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(ii) The range for fixed-price type
contracts is wide enough to accommo-
date the various types of fixed-price ar-
rangements. Weighting should be indic-
ative of the price risk assumed and the
end item required, with only firm-
fixed-price contracts with require-
ments for prototypes or hardware
reaching the top end of the range.

(3) The cost risk arising from con-
tract type is not the only form of cost
risk to consider.

(i) The contractor’s subcontracting
program may have a significant impact
on the contractor’s acceptance of risk
under a particular contract type. This
consideration should be a part of the
contracting officer’s overall evaluation
in selecting a weight to apply for cost
risk. It may be determined, for in-
stance, that the prime contractor has
effectively transferred real cost risk to
a subcontractor, and the contract cost
risk weight may, as a result, be below
the range that would otherwise apply
for the contract type proposed. The
contract cost risk weight should not be
lowered, however, merely on the basis
that a substantial portion of the con-
tract costs represents subcontracts un-
less those subcontract costs represent
a substantial transfer of the contrac-
tor’s risk.

(ii) In making a contract cost risk
evaluation in a procurement action
that involves definitization of a letter
contract, unpriced change orders, or
unpriced orders under BOAs, consider-
ation should be given to the effect on
total contract cost risk as a result of
having partial performance before
definitization. Under some cir-
cumstances it may be reasoned that
the total amount of cost risk has been
effectively reduced. Under other cir-
cumstances it may be apparent that
the contractor’s cost risk is substan-
tially unchanged. To be equitable, de-
termination of a profit weight for ap-
plication to the total of all recognized
costs, both incurred and yet to be ex-
pended, must be made with consider-
ation of all attendant circumstances
and should not be based solely on the
portion of costs incurred, or percentage
of work completed, before
definitization.

(b) Investment. NASA encourages its
contractors to perform their contracts

with a minimum of financial, facilities,
or other assistance from the Govern-
ment. As such, it is the purpose of this
factor to encourage the contractor to
acquire and use its own resources to
the maximum extent possible. Evalua-
tion of this factor should include an
analysis of the contractor’s facilities
and the frequency of payments.

(1) To evaluate how facilities contrib-
ute to the profit objective requires
knowledge of the level of facilities uti-
lization needed for contract perform-
ance, the source and financing of the
required facilities, and the overall cost
effectiveness of the facilities offered.
Contractors furnishing their own facili-
ties that significantly contribute to
lower total contract costs should be
provided additional profit. On the other
hand, contractors that rely on the Gov-
ernment to provide or finance needed
facilities should receive a correspond-
ingly lower profit. Cases between the
above examples should be evaluated on
their merits, with either a positive or
negative adjustment, as appropriate, in
the profit objective. However, where a
highly facilitized contractor is to per-
form a contract that does not benefit
from this facilitization, or when con-
tractor’s use of its facilities has a min-
imum cost impact on the contract,
profit need not be adjusted.

(2) In analyzing payments, consider
the frequency of payments by the Gov-
ernment to the contractor and unusual
payments, i.e., advance payments or
milestone payments. The key to this
weighting is proper consideration of
the impact the contract will have on
the contractor’s cash flow. Generally,
negative consideration should be given
for payments more frequent than
monthly, with maximum reduction
being given as the contractor’s work-
ing capital approaches zero. Positive
consideration should be given for pay-
ments less frequent than monthly.

(c) Performance. The contractor’s past
and present performance should be
evaluated in such areas as product
quality, meeting performance sched-
ules, efficiency in most control (includ-
ing the need for and reasonableness of
costs incurred), accuracy and reliabil-
ity of previous cost estimates, degree
of cooperation by the contractor (both
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